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SUB J : EXPROPRIATED US PROPERTY AND ETHIOPAN ELIGIBILITY FOR 
GENERALIZED SYSTEM OF PREFERENCES (GSP) 

REF: A) STATE 265149; B) ADDIS 12502; C) ADDIS 13522 

1. ECONOMIC/COMMERCIAL COUNSELOR MET WITH MIN OF COMMERCE 
AND INDUSTRY, MUHAMED ABDURRAHMAN, ON NOV 19 TO DISCUSS 
RELATIONSHIP BETWEEN COMPENSATION FOR EXPROPRIATED US FIRMS AND 
ETHIOPIA'S ELIGIBILITY FOR GSP. AFTER GOING OVER MATERIAL 
PROVIDED IN REF (A), ECON/COMM COUNSELOR UNDERLINED THE 
IMPORTANCE USG ATTACHES TO A SATISFACTORY RESOLUTION OF THE 
COMPENSATION ISSUE AND USG CONCERN ABOUT POTENTIAL COMPLICATIONS 
WHICH COULD ARISE IN OUR RELATIONS WITH ETHIOPIA SHOULD NO 
PROGRESS BE MADE ON THIS MATTER IN THE VERY NEAR FUTURE. 

2. ATO MUHAMED RESPONDED THAT THE COUNCIL OF MINISTERS, ON 
NOV 18, HAD NOMINATED AND APPROVED A BOARD OF COMMISSIONERS 
WHICH HAS BEEN EMPOWERED TO NEGOTIATE DIRECTLY WITH NATIONALIZED 
BUSINESS ENTERPRISES. HE CONFIRMED THAT THE DRAFT COMPENSATION 
DECREE HAD DEFINITELY BEEN DISCARDED BY THE COUNCIL OF MINISTERS 
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WOULD FOLLOW A MORE PRAGMATIC "COMMON LAW” APPROACH IN NEGOTIATING 
COMPENSATION ARRANGEMENTS. THE EPMG PREFERS THIS ARRANGEMENT 
AS IT PROVIDES THE NECESSARY FLEXIBILITY TO ACCOMMODATE THE 
UNIQUE CHARACTERISTICS OF EACH NATIONALIZATION CASE. ACCORDING 
TO ATO MUHAMED THIS DECISION BY THE COUNCIL OF MINISTERS WILL 
BE ANNOUNCED SHORTLY AND IN ALL LIKELIHOOD IS CURRENTLY BEING 
PRINTED IN THE NEGARIT GAZETTA (WHICH WILL GIVE IT LEGAL FORCE). 

WHEN ATO MUHAMED ASKED IF SUCH A STEP WOULD BE HELPFUL WITH 

RESPECT TO VARIOUS ASPECTS OF US LEGISLATION CONCERNED WITH 

NATIONALIZATION ISSUE, THE ECON/COMM COUNSELOR RESPONDED 

IN THE AFFIRMATIVE BUT STRESSED THAT FOR THE GOVT'S 

ACTIONS TO HAVE MAXIMUM IMPACT THEY WOULD, OF COURSE, HAVE TO 

BE MADE PUBLIC. ATO MUHAMED INDICATED HIS UNDERSTANDING AND 

ASSURED THE ECON/COMM COUNSELOR THAT A PUBLIC ANNOUNCEMENT 

WOULD BE COMING OUT VERY SOON. (FYI: THE ECON/COMM 

CONSELOR FELT THIS COMMENT NECESSARY AS OFTENTIMES SEVERAL WEEKS 

OR EVEN MONTHS PASS BETWEEN A DECISION TAKEN BY THE EPMG AND 

ITS PUBLICATION IN THE NEGARIT GAZETTA.) 

3. DURING THE COURSE OF OUR DISCUSSIONS ATO MUHAMED ALSO 
OBSERVED THAT EPMG HAD DECIDED "AT THE HIGHEST LEVELS" THAT 
IT WOULD NOT RPT NOT NATIONALIZE PETROLEUM DISTRIBUTION 
COMPANIES. ATO MUHAMED INDICATED THAT THIS REVERSAL WAS 
NECESSARY AS ETHIOPIA IS A PORR COUNTRY AND COULD NOT AFFORD TO 
UNDERTAKE NATIONALIZATION OF THIS SECTOR OF THE ECONOMY. HE 
ALSO NOTED THAT ETHIOPIA WAS DEPENDENT ON INTERNATIONAL OIL 
COMPANIES FOR ITS SUPPLY OF CRUDE. (COMMENT: THIS DECISION 

MAY NOT BE MADE PUBLIC. RATHER, THE GOVT MAY MERELY 
DISCONTINUE ANY FURTHER INTERCHANGES OR NEGOTIATIONS WITH THE 
OIL COMPANIES. THUS FAR, THE OIL COMPANIES HAVE NOT 
BEEN OFFICIALLY NOTIFIED OF THE EPMG'S DECISION). 

4. COMMENT: ATO MUHAMED'S COMMENTS ON EPMG INTENTIONS AND 
ACTIONS REGARDING COMPENSATION OF NATIONALIZED BUSINESSES 
COINCIDES WITH THOSE PROVIDED TO THE DCM BY GETACHEW KIBRET, 
PERMANENT SECRETATY OF MOFA. THE EMB BELIVES IT LIKELY 

THAT THESE DECISIONS WILL SOON BE MADE PUBLIC AND IS ENCOURAGED 
BY THESE DEVELOPMENTS AS WELL AS ATO MUHAME'D COMMENTS 
REGARDING THE PETROLEUM DISTRIBUTION COMPANIES. IT APPEARS THAT 
THE EPMG IS DEMONSTRATING AN INCREASING DEGREE OF PRAGMATISM 
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IN DEALING WITH SOME OF ITS MAJOR ECONOMIC ISSUES. 
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